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Government and Business 
* 


Senator Benton: It is a reunion today for Senator Ralph Flanders 
and ECA Administrator Paul Hoffman and me to be together here in 
Washington as government officials. During the war years we worked, 
_ of course, as businessmen and very intimately together in the prepara- 
tion of the Committee for Economic Development reports on taxation, 
on foreign trade, and on many other subjects relating to the problems of 
high-level productivity and employment after the war. This was a 
_ matter of very deep concern in 1942, when CED was founded; and 
_ many among our listeners will recall the dire predictions of 1944 and 
1945, when we heard that eight to ten million would be unemployed in 
this country within six months after the war. This did not come from 
Russia, either; these were domestic predictions from right here in 
Washington. 

But since the war, in spite of the predictions, we have been prosperous; 
and this program today is the first of a series of Rounp TaBLe programs 
on the new problems growing out of our prosperity. 

Last year the United States achieved a national income of two hun- 
dred and twenty billion dollars. Do you remember, Senator Flanders 
and Paul Hoffman, in 1942, when we in CED set up goals of something 
approximating these figures? Do you remember how daring we thought 
we were? Indeed, I fear that our present prosperity may be dulling our 
present sense of fear and of risk at the uneasy peace in the world today. 

This is a constant theme, I may tell our audience, for the three of us 
throughout the week. Senator Flanders actually has announced that he 
is going to give a speech a week on this theme in the Senate. 


SENATOR FLANpers: I have been doing it for three weeks. 


Senator BENTON: Yes, you have been doing it, and the end is nowhere 
near in sight. 

But this aspect of today’s world we are not going to discuss with you 
today. We will not join with Senator Flanders on his speeches. The 
three of us today agree that we are prosperous, but we have two very 
bad domestic soft spots—our government deficit growing out of the 
Cold War and our unemployed, who now total 4.1 million, or 63 per cent 
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of the working force. This last is a very serious problem in certain areasj 
such as my own state of Connecticut. There are some people, Hoffman} 
who feel that our present prosperity is no more real than that of thei) 
twenties. Do you agree? 


Mr. Horrman: Definitely not. There are basic differences betwee 
the prosperity of 1950 and the prosperity of the mid-1920’s. Today): 
our economy is underpinned by (1) unemployment compensation in4|) 
surance; (2) insurance of bank deposits; (3) social security benefits; 
(4) a record level of private savings. Secretary of the Treasury John} 
Snyder reported recently that savings in the hands of individuals ex+} 
ceed two hundred billion dollars. By savings he said that he meant) 
only cash, savings in checking accounts, and U.S. Treasury bonds; 
And (5), and perhaps most important, there is more understanding to: 
day, by more people, of how our economy functions and hence a more 
constructive attitude on the part of workers, businessmen, farmers, and 
government officials toward each other. 


Senator Benton: Senator Flanders, what do you have to say to id 


SENATOR Fianpers: I agree with everything at this point that Hoffman} 
has said. I would like to bring into this discussion one of the problems 
in the relation between government and business, and that is the bigness|} 
of government. Government is tremendous in its size, and it tends to be 
growing. It was made big by the necessities of the war, and it has bee 
difficult to liquidate some of that bigness which ought to be liquidated 
It tends to extend itself, as, for instance, in the case of the SEC, with] 
the Frear Bill, which wants to extend its complicated and onerou 
reporting and control programs down into small and smaller businesses: 
That I feel to be unnecessary, and I am prepared to introduce alterna] 
tive measures which will not be burdensome to small businesses. 

But there is this final fact which we have to consider when we are 
worried about the size of big government. That is the growth of big{) 
business and the growth of big labor which necessitate a corresponding}), 
growth toward big government. But we must keep it under control. 


Senator Benton: This whole problem of bigness is certainly a majot 
area for study in this series of Rounp Tasiz broadcasts on the problem! 
of prosperity. You will recall that only a week or so ago Vice-President|) 
Barkley appointed a Small Business Committee in the Senate to investi 1 
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Paul Hoffman and I were interested in back in the old days of the Com- 
mn 


“mittee for Economic Development. And this is to offset, through special 
efforts on behalf of the four and a half million self-employed independ- 
ent businessmen—the storekeepers, retailers, garagemen, taxicab owners, 
», and so forth—some of these problems of bigness, both in labor unions 
j, and in government and in business. 


Mr. Horrman: You should not overlook one very important fact—a 
) fact impressed upon me by looking at other economies throughout the 
world. These four million businessmen are operating in a free economy, 
ay and every one of them still has the right to make his own operating 
i decisions. That is what gives our economy its dynamism. In a centrally 
\) planned and directed economy, where responsibility for making operat- 
iping decisions rests with a few government officials, it is very difficult to 
| keep the economy from growing very anemic. 


SENATOR Franpers: One of the things which I believe government 
should keep in mind is that it should preserve this freedom of control 
of their own businesses by these four million or four and a half million 

businessmen in America. I think that a proper field for its proper activity 

‘in connection with business is concerned with equality of opportunity. 
And the Senate’s Small Business Committee, of which Senator Benton 
just spoke, is one of the approaches toward giving what assurance we 
‘| can to equality of opportunity. 

I also feel that that is the criterion by which we should judge our 
social security program: It should be directed more closely toward 
“equality of opportunity rather than equality of wealth or income. But 
‘that is not before us today. 


SENATOR Benton: Do you not agree, Hoffman (Iam sure you do from 
what you have said), that the small businessman, this great group of 
four to four and a half million people who employ very few and who 
jwork largely on their own enterprise, has been at the core of the develop- 
{ment of the American economy, not only over the last twenty-five years, 
but over the last century? 


Mr. Horrman: As a small businessman, I think ... 
SENATOR Benton: You would have to prove that to me. 


Mr. HorrMan: ... that you would agree with me. You would under- 
jstand why I would say, emphatically, “Yes.” I think that you have me, 
‘though. 
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Senator Benton: I will call you an independent businessman to makd/ 
the distinction. 


Mr. Horrman: I am glad you did not call me an ex-businessma 
which was the way I was introduced. I still think of myself as a busij) 
nessman. 

I would like to pick up something which Senator Flanders said. | 
would like to emphasize this distinction between what governmen} 
should do and what it should not do. I think that we can, perhaps, oves} 
simplify by saying this: That the government has the responsibility a 
establishing the climate within which business operates. But when il) 
starts rationing the raindrops, that is where the problem really gets oul} 


of hand. 


SENATOR Benton: This is somewhat of a new concept, however, |} 
think. You are now stating rather liberal business thinking of so 


munity. Several years ago, even the idea that the government establishe 
the rules of the game in which a business can operate and have such |} 
major effect on the climate in which business operates was not admitte¢ 
I do not believe, by President Coolidge in his day, when he commente} 
that the business of America is business. 


Mr. Horrman: That is only one aspect of the revolution which hé 
taken place in thinking here in America in the last twenty-five yea , 
A far more important shift is this: We have changed from the emphas} 
on the fight as to who gets what part of the pie. That took its moj 
exaggerated form, of course, in the 1930’s, when we were in the midd 
of the depression. 


SENATOR Benton: That is a good point. 


Mr. Horrman: Everyone was excited about who got what out of | | 
certain sized pie. Today, I think, the big change which has taken pla 
here in America—and I see evidence that it is taking place in other par 
of the world—is that there is a recognition that what we have all got | 
do is to get together and make the pie bigger. That does not mean th 
we do not want to keep on fighting for our share of it. 


SENATOR Fianpers: That matter of who gets how much of a pie, whid) 
is not an increasing pie, is of very great importance. 

I have come to the conclusion that in the past few years there is mo 
understanding of the long-range interests of each economic group. TI} 
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| Major economic groups are those of agriculture, labor, and business. The 
interesting thing is that, as each of these groups begins to think in terms 
of its own long-range interests, they come closer and closer together, 
because those long-range interests, among other things, do relate to in- 
/ creasing the size of the pie. And while it does not do away with ques- 
tions of the division of that pie, yet the long-range interests, as dis- 
‘| tinguished from the short-range interests, mean a better living for every 
Y citizen in every line of activity. 


Mr. HorrMan: Might I interrupt to say that I knew if I brought in 
{ this question of pie, Senator Flanders would respond instantly, because 
I will tell you a secret about Senator Flanders. He has pie for breakfast 
every morning. 


_| SENATOR Franpers: Absolutely! Now just a minute, may I have thirty 
.| seconds to say that there is a reason for pie for breakfast in New Eng- 
_jland. It is a dairy farming region. The farmer gets up at four a.M., or 
uh earlier; and at eight o'clock breakfast he is entitled to beefsteak, fried 
. | Potatoes, pie, and coffee. 


SENATOR Benton: I knew that we could not get through this broadcast 
it} without Senator Flanders making a speech for Vermont. There is no 
doubt about that. 

I like the phrase “pie” applied to the 1930's, because pie has a certain 
Static quality about it. I remember, even in the early forties, in our 
.j work in the Committee for Economic Development, when we were 
; talking to members of the Senate and to leading businessmen, our top 
industrialists in this country, when the three of us were told that we had 
to assume that the United States could not achieve a national income of 
over one hundred and ten billion dollars. The static attitude toward our 

economy was widely felt, both in business circles and in government 


Can we not get another word instead of “pie” as we look ahead? 
‘Call it an “apple” or a “mushroom”—or something which is capable 
bof growth? 


| 
l 


Ss 


Mr. Horrman: Do not forget, Senator Benton, that during the thirties 
we had a great concentration on what were called the problems of the 
‘} mature economy. For the first time in the long history of America we 
stopped thinking in terms of growing and developing and started think- 
ing in terms of what we did with what we had, assuming that we were 
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going to stay where we were. And, of course, I think that that resulte 
partly in bringing about a condition which never prevailed in any other 
decade. That is, at the end of 1939 we had fewer people employed than 
we had at the end of 1929. 


Senator Benton: We have this changing attitude which comes out 
clearly, I think, in the report of the Council of Economic Advisers on 
the subject of business and government—the very subject of our broad4 
cast today, which we have here before us and which was published in 
December, 1949. I want to read one sentence from it. Of course, I think 
that it is a compliment to the President, though that is not why I am 
reading it. I am reading it because it is a government document, and ] 
claim that it helps to show that we have a new language in the govern) 
ment, a language which I will call the language of the fifties in con) 
trast to the language of the thirties, which you have been describing: 
Hoffman. This report says on its first trend, which the subheading callé 
“From Theory of Stagnation to Practice of Growth,” “We regard it at 
an historic event when the occupant of the most persuasive office in th 
world acts upon the proposition that our business system has furthe 
opportunities which transcend even those it has seized upon in the bes; 
previous decades.” 


SENATOR FLanpers: That brings to my mind the question of bignes 
itself, which has given me a good deal of concern in connection with m 
duties in the United States Senate. Part of our growth has been in bi 
ness. Is bigness itself, if not brought about by unfair competition, to bi 
maintained ? Is it to be feared? We have had, for instance, the little prob 
lem of the bigness of the United States Steel Corporation, and the gov 
ernment itself has seemed to be of two minds with regard to it. At ont 
time, no longer ago than last fall, it was trying to urge and insist upos 
the Steel Corporation that it expand. Since that time we have had a1 
investigation of the Steel Corporation which intimates that it is too big 
thus getting two judgments diametrically opposed to each other out 
our government. 


There is a serious concern about the bigness of business, and th 
restraint which big business has used, I believe, has been very wise. Th 
big, efficient business could cut prices and seriously hamper all the sma 
independents; and it could pursue wage policies which would hampe 
the small independents. In general, big business has been pursuin 


courses which are wise and in the public interest; but they must kee} 
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‘) them completely in mind, because they have public responsibilities 
which the corner grocery owner does not have. 


SENATOR Benton: Inasmuch as you have made a speech for Vermont, 
in my new role as a member of the Small Business Committee, I am 
going to quote from the report I have just named, on behalf of the 
independent, small businessman, because the small businessman fears 
the big government, on the one hand (with which he cannot deal and 
does not have the high-priced lawyer to guide him through), and he 
i) fears the big businessman, on the other. Many of them wonder whether 
a) they are going to get caught in a squeeze play. This is why I think that 
we needed that Small Business Committee. 

But the President’s Council of Economic Advisers, speaking, I think, 
largely of these independent businessmen, said, “The businessman be- 
lieves it is futile to influence public policy, because he is outnumbered by 
if workers and farmers, and because he believes the government counts, 
28 not thinks.” 

Have you found that to be true, Hoffman, in your experience in 
government? 


it 


ia 


Mr. Horrman: Of course, there is a very great fear on the part of 
business managers that their voices will not count. In the operation of 
the new Committee on Small Business in the Senate, I hope that you 
sf will make it clear to small business what government can and cannot do 


j 


SENATOR Benton: That is one of the big opportunities. 


Mr. HorrMan: I am aware of that, because we have, in ECA, a divi- 


can become big if the small businessman applies himself properly and 
‘(energetically to his business. 


Senator Benton: There are areas, I believe, in which the government 


by the President in his recommendations on certain changes in the tax 
laws, just to mention one more obvious area of great interest throughout 
,pthe country. 

4 May I ask Senator Flanders to comment, getting back to a more opti- 
,pmistic note, perhaps, on the sixth point in this report of the Council of 


MV 
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Economic Advisers? The sixth trend—and this is the point that you have 
been emphasizing, Hoffman, and you, too, Senator Flanders—in the: 
attitude of government toward business is away from the purely negative: 
or policing function and toward the affirmative or facilitative approach. 


SENATOR Fianpers: I would like to give an example of that. Again it! 
comes into the field of the long-range interest which I mentioned a: 
moment or two ago. I went to work as a boy in the machine shop on) 
January 14, 1897. We worked sixty hours a week. We had very few, 
very few pieces of apparatus, cranes and such like, for handling heavy; 
work. We had no machines with power-operating features on heat We 
worked hard. We worked sixty hours a week. We got, judged by today’s 
standards, small pay. 


Senator Benton: This is not a very appealing life which you are 
sketching. 


SENATOR Fianpers: Well, compared with the present, it puts me in a 
optimistic frame of mind, Senator Benton. And if you should look int 
the houses of those of us who were working for a living, you woul 
have felt that we had a very poor living, deat Now, wage-earners in 
the same field today get very much Wehes not merely Sail, wages but 
real wages. They have automobiles; aha have radios; more and mor¢ 
of them are having television. They have inside plumbing; hot and col¢ 
water; and a number of things which we got along without. 

Now this is not done by longer hours, for the hours are shorter. It if 
not done by harder work, for the work is easier. It was done by the i 
vestment of billions upon billions of dollars in new equipment, nev 
methods, new products, new materials, new ways of management. Th 
wage-earner has a tremendous stake in that thing. His long-range inter 
ests involve him in such government policies as that of methods 
taxation, the facilitating of the flow of profits and incomes into ney 
investment. That is his long-range interest, and there are evidences thz 
that long-range interest is beginning to be realized. 


Senator Benton: Could we take the last few minutes on some sp¢ 
cific examples of how the government in its policies is affecting th 
development of our economy, which has been sketched by Senat¢ 
Flanders, as we look ahead over the next years? I would like, perhap 
to lead off with a very simple and obvious comment on how this dev 
opment, in my judgment, has partly been stimulated on the polici 


THE UNIVERSITY OF CHICAGO ROUND TABLE 9 


tpside of the function of government, which is through our antitrust laws. 
1}Because there is more than one way to collectivize an economy, I feel 
tpthat our antitrust laws have played a big part as a police function in this 
;country, a suitable role for government, in developing the competition 
{around which many of these benefits have developed for us. As you 
and I have seen, Hoffman, these perhaps have not developed likewise, 
‘competitively, in some other countries with which you are working 
abroad. 


Mr. HorrMan: I am quite sure, in my own mind, that there is no sub- 
stitute for competition when it comes to keeping people lying awake 
4) nights thinking of how to bring down the cost of goods. 


SENATOR Benton: The English economy, I believe, again demon- 
(} strates the need for the strict and fair enforcement of antitrust laws in 
our own country. 


| Mr. Horrman: There is, so far as I know, no country in the world 
which has the sarne type of antitrust laws which we have—no large 
‘country, at least; and every person in America ought to get down on his 
i knees every night and be thankful for those laws. 


SENATOR Benton: That is on the policing side. Now, Senator Flanders, 
do you want to comment on the constructive side, perhaps in the field of 
fiscal policy or the banking and financial policy of the government? 


| Mr. Horrman: May I break in for just one factor which, I think, is 
| quite important and quite significant. Taking Europe as a whole and 
4 taking America, in 1900, both countries enjoyed about the same produc- 
tivity. In other words, on farms and plants, productivity of both was 
4 about the same. Today, in one field where we have had competition 
j operating in America, our horsepower per worker in 1950 is seven as 
against three-fourths of a horsepower in 1900; in Europe it is two and 
one-half, on an average, as against three-quarters of a horsepower. 
As a consequence, you had, in 1900, 6 per cent of the people of the world 
producing 20 per cent of the world’s goods. Today you have 7 per cent 
1 of the people in the world producing, here in America, 50 per cent of 


| the world’s goods. 


Senator BENTON: That is extremely interesting; and the policies of 
| government are going to have a great deal to do with a continued prog- 
} ress. There is no doubt that we agree on that. 
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/ 
SENATOR FLanpers: Instead of getting, at this point, into the question of 
the banking system and what it can do, for which the time is a little 
short, I would like to take another look at those four and a half million 
unemployed, which constitute a major part of our problem today. 
want again to say that the reemployment of those men will result from a 
stepping-up of what Paul Hoffman calls the “dynamism” of out 
economy, which can be better expressed in my Vermont language by 
having a bigger pie plate and a bigger pie. And it is extremely important 
that the continued flow of new funds into new investment be stepped 
up; and to my mind that is what is involved in solving this present 
problem of a small but, to those who are concerned in it, serious problent 
of unemployment. 


Mr. Horrman: I would like to make this my last word. I believe that 
we have the opportunity to make this prosperity enduring, because we are 
learning how to cooperate to make that pie bigger and bigger and at 
the same time to intensify our competition for our individual share of it 


SENATOR Benton: I think that we can take that as the motto of this 
program, and a very good one. This has indeed been a most interesting 
broadcast, I think that we can agree, at least for the three of us, old and 
close friends and associates. 

Senator Flanders and I agree with you, Paul Hoffman, on being hope 
ful and even optimistic about the future relations of government anc 
business. Businessmen are learning the essential role which governmen 
must play to provide this climate to which you referred, Hoffman, ir 
which competition and enterprise can flourish. And this can help te 
develop the new high living standards for all of us, to which Senato: 
Flanders referred. 

Government, on its part, has learned that its most helpful role is it 
establishing and enforcing the rules of the game which it must do i1 
taxation, public works, financial and fiscal policy, and so forth. Nev 
understanding on the part of both government and business can helj 
us go forward together, to realize our great American dream of eve 


widening economic horizons and an ever increasing standard of livin 
for all our people. 


TRENDS IN GOVERNMENT'S ATTITUDE 
TOWARD BUSINESS* 


subject to refinement and improvement. Governmental thinking has 
ipnever been static, and it may be helpful to try to discern recent trends 
under the impact of experience... . 

| The first trend in the attitude of government toward business seems 
to the Council to be this: the doctrine of secular stagnation no longer 
finds place in any important public circle with which we are familiar. 
During the depression years, a significant body of thought held that 
the forces of business expansion had spent themselves and that govern- 
‘ment must provide the dynamic force for renewed growth. The 
thought may have had some relevance then; and the persons who held 
it developed some useful devices. But today the doctrine of secular 
‘stagnation has been replaced, in our judgment, by the firm conviction 


those it has seized upon in the best previous decades. A member of 
he Cabinet, the Secretary of Commerce, has recently applied the same 
realistic approach over a longer time span.... 

The second important trend which the Council senses in the attitude 
of government toward business is the realization that efforts to pro- 
‘mote expansion of the total production and income of the economy 
re more significant than measures to “redistribute” the current product. 
In an economy foredoomed to inability to provide an adequate or rising 
standard of living for all industrious families, there might be some 


*Excerpts from Business and Government: Fourth Annual Report to the President by 
the Council of Economic Advisers, December, 1949. 
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reason for according the resharing of output priority over efforts to in- 
crease output. The rationing resorted to by people in time of famine is} 
an extreme illustration. But the notable expansion in production which} 
our economy has achieved in the past and can certainly repeat or excel! 
in the future, coupled with the observed fact that this so much lifts the: 
general standard of living, should receive foremost consideration in) 
economic programs and policies. | 

Of course, we cannot postpone efforts to improve the lot of the under-, 
privileged until they can be lifted to reasonable levels by the lever of: 
general growth. And measures directed specifically toward improving: 
the productivity and incomes of low-income groups have favorable im-. 
pact upon the whole economy. At the same time, primary emphasis: 
upon general growth offers a more workable formula not only for the 
business community but also, the Council believes, for other groups as: 
well. For once it is appreciated that the general growth of the American: 
economy can create within less than a generation a truly good standard! 
of living for all, then there is ieeh to manageable proportions the: 
ancient conflict between social equity and economic incentives which 
hung over the progress of enterprise in a dynamic economy. 

The third important trend in the Government’s attitude toward 
business, as viewed by the Council, arises from fuller realization tha 
the flow of income to different parts of the economy should be viewdl 
as an economic no less than a social problem. Certainly a people’s ulti 
mate objectives are social, being concerned with well being, and socill 
thinking will never lose its utility. But the application of more precise 
economic analysis to problems of income flow will yield benefit to all by 
reducing the problems of ways and means to soluble terms. | 

The use of economic analysis to refine and sometimes reformulate 
social theory will help to broaden the areas of understanding and hee] 
ment, without which the tensions and conflicts in a free economy o 
large organized groups might in the end become unbearable. Tha 
unsocial socialist George Bernard Shaw argued in one of his famou 
books written for American women that the only sound income distri: 
bution was absolute equality, since nothing else could be called “fair’ 
in the absence of any precise measurement of the relative productivity 
or relative need of everybody in the community. While this is < 
reductio ad absurdum, it illustrates that contending individuals o1 
groups in a free society could never arrive at viable agreements as t¢ 
what share of national income each should get by the unalloyed appli 


| 
| 


THE UNIVERSITY OF CHICAGO ROUND TABLE 13 


| cation of social principles. Any effort to apply such principles fully or 
even excessively would involve the whole nation continuously in fracas 
‘| and confusion. 

Concentration upon the central objective of a stable and expanding 
general economy identifies more manageable although still difficult ap- 
' proaches to the problem of income flow. It then becomes possible, albeit 
not easy, for businessmen, workers, and farmers to seek that share of 
*} the total product which is most conducive to the progress of the whole 
economy and thus to their own best interests in the long run. The same 
approach should be used to evaluate those government programs which 
*) channel the flow of income from one spot in the economy to another, 
to test whether these programs promote general stability and expansion 
or rob Peter to pay Paul. 

The nub of the problem of economic “balance” is to encourage sufhi- 

cient funds and incentives for the growth of productive facilities which 
fully absorb our technology and manpower, while promoting sufficient 
| flow of income to ultimate consumers to clear the markets of goods 
and thus to avoid periodic “overproduction.”. . . 
When this general idea of economic “balance” is translated into the 
factual analysis which alone can give it practical significance, it becomes 
‘crucial that the business world appreciate the motivation underlying 
such analysis... . 

Fortunately, the practices of more and more representatives of the 
) business community are coming to conform more closely to the tenor 
of what we have said. In the early 1949 recession, the majority of busi- 
'nessmen did not react to lower profit margins or prospects by the 
erstwhile traditional acceleration of cutbacks, rapid price deflation, wage 
' reductions, and layoffs. Some occurred, but they generally took place 
with moderation and discernment. Many businessmen realized that 
we were working our way toward a better “balance,” and that if they 
maintained steady nerves through a short but perilous phase the funda- 
i# mental strength of the economy would turn us again upward. This 
} does much to explain what transpired during the second half of 1949, 
} although the march to maximum production and employment is still 
(to be completed. 

Our conclusion that in the long run a “balanced” economy would 
‘require the expansion of consumption opportunities at an even more 
‘rapid rate than the expansion of investment—although both should 
| grow—has been matched by the similar findings of many nongovern- 
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mental economists. It is not the Council’s purpose here to vindicate 
its own specific conclusions. We merely point out that our approach 
departs from the earlier and narrower perspective sometimes applied: 
by economists; and that many of our profession are now in accord! 
with our views. | 
The fourth advance in the attitude of government toward business, 
as appraised by the Council, derives from the three already listed. 
The problems of our economy appear no longer primarily as problems: 
of protecting the shippers of the West from the “interests” of the 
East, or the farmers of the South from the bankers of the North, 
or the workers in general from the industrialist class, or the consumen 
from the farmer. To be sure, government still has the function of pre- 
venting any one group from taking unfair advantage of another, andi 
laws and administrative devices are necessary for this purpose. Buy 
national economic policy should center mainly upon the basic interde-+ 
pendence of the long-range interests of various groups. If we are t 
endure and grow as a nation, the things which unite us must become 
infinitely more important than those which divide. The function of gov 
ernment is, without favor or preference, to test each of its own action 
by the long-run common good. Moreover, government should stimulate 
that hinlone and analysis by business and other elements in our fre 
enterprise system which will help them to advance the general economi 
welfare and thus to reduce the requirements for public supplementation, 
In an expanding economy, the lifting of low-income families to a fa 
higher standard of living, the improvement of agricultural program 
consistent with the needs of urban consumer incomes and also promotin 
parity of income for the farmer, the provision of adequate funds for 
rewarding level of business investment and profits, and the meeting o 
our domestic welfare and international security requirements, are no 
incompatible objectives. Attainment of each objective is ae 
from attainment of the others. | 
The Council finds the fifth trend in the attitude of government towar 
business related to the size, structure, and behavior of business organil 
zations. No thoughtful person within government wants to abandon oj 
vitiate the “antitrust policy.” The stultifying results of excessive carteli 
zation in some other lands gives renewed evidence of the prescience o: 
those who wrote the Sherman and Clayton Acts and established th¢ 
Federal Trade Commission. Still, it is important to realize that ofl 
industrial problems have changed continually and require recurren| 
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examination. Under our system of law and administration, many 
adjustments to new situations are made interstitially without organic 
reconstruction of the legal framework. These adjustments have been 
going forward over the years. The process is never finished. 

In a stable and expanding economy, there is room both for well con- 
\ducted big business (with its unique facilities for scientific and develop- 
jmental experimentation) and for small business with its display of 
jindividualism and self reliance. Small business should be protected from 
any predatory practices by its larger neighbors, and all business should 
\be protected against unfair competitive practices by units of any size. 
Yet the truth at least in part is that small business is threatened not 
|primarily by big business but rather by big instabilities in the economy. 
When the economy attains full prosperity and is moving upward, small 
usiness in general does very well; but when the economy hits the tobog- 
an many small businessmen are ruined not because they are less efficient 

than big business but because they are weaker and have fewer sustain- 
jing resources. An economy that grows steadily, as our economy can, 
would provide manifold opportunities for small business. Small busi- 
ess has some unique problems of obtaining financing, and more efforts 
-phould be directed toward solving these problems. ... 

4 The Council would describe the sixth trend in the attitude of gov- 
ernment toward business as being away from the purely negative or 
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f yest simply by placing “don’t” signs all over the lot. Some things, of 
.pourse, the government must continue to prohibit or regulate—and 
egulation may be focused in part upon affirmative objectives. But the 
bentral problems of economic “balance” require adjustments which 


\jnadequate to correct an economic situation in which business might 
,0t receive the incentives to stimulate a high enough level of investment. 
(tet an inadequate level of investment can probably wreak economic 
4javoc. Consequently, the fiscal, credit, monetary, and other facilitative 
pperations by which government may promote an environment con- 
ucive to business expansion are at least as important as the more tra- 
jlitional watchdog functions. Those government policies and programs 
4 hich affect farm income, industrial wages, or consumer incomes are 
_}Iso of prime importance and call for increasingly thorough and objec- 


_five analysis. 


| 

| 

16 THE UNIVERSITY OF CHICAGO ROUND TABLE | 
The seventh trend which the Council observes in the attitude of gov 
ernment toward business relates to specific controls. The war mad 
these controls necessary. In our judgment, they were abandoned to 
soon and could have been helpful in curbing the inflationary boom, ang 
rent control is still necessary. A better understanding between busines 
and government might even make it possible to have a broader rang 
of restraining measures available in reserve without concern that the: 
would be used prematurely or excessively. However, in the curren 
and foreseeable economic situation, it is far less important even to con 
template the restoration of the specific controls than it is to realize the 
they do not for the long pull answer the basic economic questions cori 
fronting the American economic system. In peacetime, the mere av 
thority to fix prices or wages does not in itself answer the question ¢ 
what relationship between prices and wages will be fair to all concerne 
and most conducive to economic stability and growth. The answer ri 
sides in improved economic understanding rather than in fiat. N 
in peacetime, does the mere presence of control authority upon t 
statute books obtain the popular understanding of price-wage proble 
essential for their workable adjustment; and if this popular und 
standing exists, we should in peacetime find better ways than speci 
controls to translate it into action. The Government should use its fisc 
and monetary powers to promote economic “balance,” and supplemet 
these with such well accepted programs as farm price supports, soci 
security, minimum wage legislation, developmental programs, etc. TI 
other phase of the task of promoting “balance”—which resides in tk 
continuing adjustment of prices and wages and profits—should be le 
to the actions of managers and workers within our business system itse 
The eighth, and in the Council’s judgment the most important trer 
in economic thinking within government as we observe it bears up¢ 
the respective scope and weight of public action and private action 
promoting stability and growth. During the mid-1930’s particular} 
there grew up an inditiential school which held that our free enterpri 
system was necessarily subject to violent fluctuations which could 
be ameliorated substantially within the system. It held that only gove 
ment action, mainly through enlarging or contracting the volume 
taxation and public spending could fill in the gaps in employment al 
production when these became large or curb inflation when it becar 
dangerous. | 
The experience in the 1930’s, however, demonstrated that when 
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private economy ran sufficiently far downhill “compensatory” action by 
‘he government became entirely necessary but was not alone sufficient 
‘(0 restore and maintain satisfactorily high levels of general economic 
‘factivity. The reason for this was not simply that the ‘ “compensatory” 
‘faction was not big enough. The fact was—and still is—that the range 
‘{OE useful projects susceptible to undertaking by government cannot be 
‘fufficiently voluminous to counteract fully a general depression—even 
‘when coupled with tax reduction. Further, Hobie action beyond certain 
‘Hevels or in certain fields may be offset by declines in private spending 
‘Yand investment, so that the net gain is not equal to the total number 
I public dollars spent. Similarly, in fighting inflation, mere increases 
'\a taxation and reductions in public spending, while useful weapons, are 
difficult to employ fully enough to curb inflation without bringing on 
‘an excessive deflation. Nor do these fiscal measures alone deal ade- 
{quately with the internal maladjustments in the price-income structure 
‘\which are primary sources of danger in the kind of inflation that we 
fave recently witnessed. 
‘This leads to the conclusion that ‘ “compensatory” public action can 
‘help to iron out minor fluctuations of the business cycle and must indeed 
‘\je used if big ones develop, but that complete recovery from a sub- 
{itantial downswing depends primarily upon the revival of private invest- 
‘ment. And because that revival becomes progressively harder to accom- 
{lish as the economy moves further downward, the main concentration 
i) economic policy should be upon encouraging stability and growth 
‘within our free enterprise system itself. This is doubly true in a prosper- 
pus period like the present, when action is feasible before the eleventh 
tony government policies, if appropriately designed, can place fore- 
‘gost emphasis upon encouraging steady business expansion and thus 
Rinimizing the fluctuations in business activity. This approach is some- 
‘limes referred to as creating a climate favorable to business. This is 
‘Vue although the responsibility does not lie wholly with government. 
Within enormous areas of action and decision, business holds within its 
dwn hands the factors which condition its course. This is the essential 
‘\fature of a free enterprise system, and business should be encouraged 


when government recognizes this cardinal fact. ... 
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